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TENTATIVE REPORT RE PANAMA CANAL 


In 1948, the Paname Railroad Company was reincorporated as a 
Federal COrporea 1OD ane the functions of operating he Panama C's 
with all of ifs adjuncts was assigned to it. Subsequently, by Public 
Law 841, Sist Congress, the reorganization of the two entities existin 
in the Canal Zone, the Canal Zone Government and the Panama Canal 
Compan, Was completed, and on July 1. 1951. operation inder the 
new arrangement was begun. The fundamental change effected by 
these two laws was the change of the theory of operation Oo] the canal 
from a spending agency of the Government into a business corporation 
charged with the necessity of earning enough money through its opera- 
tions to meet its expenses, including interest and amortization on its 
cost. 

United States citizen emplovees of the Canal Zone Government 
are paid wages at the rates prevailing in the United States plus 25 
percent and comparable pay scales have been established for employees 
of the Panama Canal Company by action of its Board of Directors 
During the 83d Congress, the Appropriations Committee cast critical 
eves upon the premium and directed that the Governor have a study 
made to determine the reasonableness of the rates of compensation 
and related benefits in the zone. Accordingly, the firm of Booz, Allen, 
& Hamilton were retained to conduct a study and its report has been 
submitted to the committee. 

During the present session of Congress, the committee, through its 
Subcommittee on the Panama Canal, undertook a study of the 
operation of Public Law 841. Extensive hearings were held at which 
steamship operators using the canal, representatives of the Canal 
Zone emplovees, General Accounting Office, and the Governor were 
heard. In the course of the hearings, a large amount of information 
was assembled and it is the intention of the committee to prepare a 
full report embodying much of this data for use in preparing such 
legislation as may be proven to be desirable in the light of the faets 
adduced. As might be expected, the various groups interested in the 
efficient operation of the canal presented various ideas for improve- 
ment both in existing legislation and administration. These will be 
treated fully in the report. 

However, there were certain facts upon which there was substantial 
agreement. As to tolls, while the igures on the transfer valuations 
have not been completed by the Bureau of the Budget, nevertheless, 
the data at hand indicates that the present rates are adequate to meet 
the expenses and obligations of the Panama Canal Company and the 
Canal Zone Government and that there is no justilication for any 
increase under the provisions of existing law. 

As to administration, most of the witnesses were agreed that con- 
siderable improvement had been accomplished and further improve- 
ment was possible although they differed widely as to methods. As 
to the empioyees, all were in agreement that the compensation 
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whether in the form of wages or benefits, must be adequate to assure 
a competent working force of United States « itizens in the ZONC, [n 
view of the fact that living conditions, by reason of climate and isola- 
tion, are less attractive than in the United States, sufficient induce- 
ments must be offered to attract and keep hecessary emplovees sO a 


tO minimize the expense of labor turnover. There was no disagree- 
ment as to the necessity of maintaining the present 25 percent differ- 
ential over United States wages. Nor was there disagreement that 
fits in addition to those enjoved in similar employment in the 
tes are required 
it uppears that the recurring uncertainties created by the various 
changes in income are likely to be as damaging to morale as its possible 
inadequacy. The average person requires a degree of security with 
some opportunity to make plans for his future base 
and the many changes during the past few vears witho 
for that matter, without notice, have been damaging to morale. In 
come tax was extended to wages in 1951, rents have been increased, 
commissary prices have been increased to cover a portion of Canal 
Zone Government costs now allocated to the emplovees and an effort 
has been made to effect a reduction in the wage differential. Thes 
and similar factors have contributed to an unsettled atmosphere and 
no doubt have contributed materially to the increased rate of turnove) 


among recent employees 


The committee intends, prior to the issuance of a complete report, 


to obtain the views of the Department of State, Department of Labor, 
and the Civil Service Commission regarding employee compensation 
lt is the hope of the committee that recommendations to be em- 
bodied in its report will be studied by the committees and agencies 
charged with the responsibilities of maintaining the efficiency of 
operation of the Canal Zone to the end that basic principles can be 
established and maintained for a reasonable period of time and that 
drastic changes affecting employee morale will not be made without 
adequate notice and mature consideration as to their possible effect on 
efficient operation of the canal. It is expected that a final report will 
be issued in the course of the next 3 months 
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